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THE STORY IN BRIEF 



1954 

1953 

1952 

Net Sales. 

$2,965,408,814 

$2,981,925,186 

$2,932,337,701 

Income before Federal Income 

Thxes. 

290,802,003 

271,782,302 

276,136,311 

Net Income after Tkxes. 

141,343,003 

117,882,302 

110,236,311 

Net Income per Share. 

5.82 

4.87 

4.56 

Taxes—Federal, State and Local . . 

186,739,465 

190,448,811 

200,662,187 

Taxes per Share. 

7.69 

7.87 

8.30 

Dividends Paid. 

72,734,571 

66,526,595 

65,296,911 

Dividends Paid per Share .... 

3.00 

2.75 

2.75 

Working Capital. 

857,722,691 

790,368,462 

735,168,965 

Inventories. 

456,631,131 

418,982,744 

452,291,025 

Merchandise on Order. 

445,203,000 

396,184,000 

441,886,213 

Stockholders’ Equity. 

941,362,539 

869,158,167 

815,660,680 

Depreciation. 

23,646,918 

21,391,440 

22,601,229 

Contribution to The Savings and 
Profit Sharing Pension Fund of 
Sears, Roebuck and Co. Employes 

33,683,480 

30,700,070 

31,475,866 

Contribution to The Supplemental 
Savings and Retirement Plan of 
Sears, Roebuck and Co. Employes 

1,500,000 

2,500,000 

2,500,000 

Number of Stockholders .... 

96,834 

96,735 

94,351 

Number of Retail Stores (Excluding 
Foreign Stores). 

699 

694 

684 

Number of Mail Order Plants . . . 

11 

11 

11 

Number of Catalog Sales Offices . . 

609 

570 

546 
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Sears, Roebuck and Co. 

CHICAGO, ILLINOIS 


TO THE STOCKHOLDERS: 

The ANNUAL REPORT of the Company for the fiscal year 1954, ended 
January 31, 1955, including the Statement of Income, the Statement of 
Financial Position, and the report of the independent public accountants 
appointed by the Board of Directors, is submitted herewith. 


SALES, INCOME, DIVIDENDS 

Net sales were $2,965,408,814 in 1954, a reduction 
of $16,516,372, or .55% below the all-time, high rec¬ 
ord of $2,981,925,186 established in 1953. The en¬ 
tire decrease is attributable to the sales experience 
of the first half of the year when comparable net 
sales were 7.05% below the first half of 1953. Dur¬ 
ing the last half of the year, as a result of gener¬ 
ally improved economic conditions, consistent sales 
increases were realized month by month to offset in 
a large measure the earlier seasonal decline. 

Net income for the year, after provision for all 
taxes, totalled $141,343,003, equivalent to $5.82 per 
share of common stock, of which 24,281,524 shares 
were outstanding on January 31,1955. For 1953, net 
income amounted to $117,882,302, or $4.87 per share 
on the 24,210,454 shares of common stock outstand¬ 
ing on January 31, 1954. 

The net income was equal to 4.77% of net sales 
in 1954 and 3.95% of net sales in 1953. 

Operating income of $312,469,248 in 1954 was 
equal to 10.54% of net sales, compared with 
$304,814,858, or 10.22% of net sales in 1953. These 
comparable operating income figures do not include 
unusual items such as $13,122,025 profit realized on 
the sale of securities in 1954, and are before deduc¬ 
tion for Federal income taxes and Company contri¬ 
butions to The Savings and Profit Sharing Pension 
Fund of Sears, Roebuck and Co. Employes, and 
The Supplemental Savings and Retirement Plan of 


Sears, Roebuck and Co. Employes. 

Dividends of 60 cents per share were paid for 
each quarter, and an extra dividend of 60 cents per 
share was paid in January, a total of $3.00 per share 
for the fiscal year, an increase of 25 cents per share 
over the $2.75 paid during the fiscal year of 1953. 

The balance of net income, $68,608,432, equal to 
$2.82 per share outstanding on January 31, 1955, 
was retained in the business. 

FINANCIAL 

Total current assets of $1,186,279,393 were 3.61 
times current liabilities of $328,556,702. 

Net working capital was increased $67,354,229 
to a total of $857,722,691, compared with 
$790,368,462 as of the close of last year. 

Stockholders’ equity increased $72,204,372 dur¬ 
ing the year. This increase is accounted for by the 
retention in the business of $68,608,432 of the net 
income for the year which remained after paying 
dividends, plus the proceeds of $3,595,940 from the 
sale of capital stock of the Company to employes 
in accordance with the plan approved by stockhold¬ 
ers in April 1951. All the proceeds from the sale of 
the stock were credited to the Capital Stock Account. 

Marketable securities of $11,179,961 at January 
31, 1955 market prices, were $6,060,131 more than 
the book value of $5,119,830. 

Customers’ installment account balances of 
$790,716,521 are $31,735,973 over the previous high 
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record of $758,980,548 established last year. The 
increase reflects the influence of the comparatively 
larger sales volume enjoyed during the latter half 
of the year, plus a slight increase in the ratio of in¬ 
stallment sales to total sales. A new credit arrange¬ 
ment, known as “Sears Revolving Charge Account” 
was introduced in 1953 on an experimental basis. 
This plan has now been expanded, and as of Janu¬ 
ary 31, 1955, was established in 81 stores. The plan, 
now a part of our credit business, permits customers 
the convenience of the usual monthly charge ac¬ 
count privilege within established credit limits at a 
small percentage charge based on monthly balances. 

The Company continues to sell installment ac¬ 
counts under the arrangements used for many years. 
Accounts sold as of January 31, 1955 totalled 
$281,923,291. 

Manufacturers and miscellaneous receivables in¬ 
creased from $17,163,611 to $31,587,822. The major 
portion of the $14,424,211 increase is a result of the 
purchase of customers’ installment accounts, on a 
basis of full recourse, from our Mexican and Vene¬ 
zuelan subsidiaries. Satisfactory reserves on such 
balances are carried by those respective subsidiaries. 

Merchandise inventories totalled $456,631,131, 
compared with $418,982,744 at the close of last 
year. Merchandise on order for future delivery to¬ 
talled $445,203,000, compared with $396,184,000 at 
the end of 1953. The increases are deemed neces¬ 
sary and adequate to meet anticipated sales require¬ 
ments for the spring season. 

The Company’s portion of the 1954 net income of 
the Allstate Insurance Companies, Simpsons-Sears 
Limited, partly owned manufacturing companies, 
and Latin American subsidiaries’ income converted 
at exchange rates in effect on January 31, 1955, 
amounted to $21,762,401. Of this amount, only the 
dividends of $4,311,459 received from these com¬ 
panies during the year are included in the Com¬ 
pany’s income. The balance, or undistributed in¬ 
come, amounting to $17,450,942 is equal to 72f per 
share of the Company’s outstanding capital stock. 

The Company’s equity in these companies ex¬ 
ceeded the amount at which the investment is carried 
by $72,631,086. The investment carried on the 
Company’s books at $68,991,097 had a value of 
$141,622,183, after the conversion of the net current 
assets of the foreign subsidiaries at exchange rates 
prevailing on January 31,1955, and their fixed assets 
at exchange rates prevailing on the date of acquisi¬ 


tion. The addition of this unconsolidated equity to 
the indicated net worth of the Company gives a total 
net worth of over $1,000,000,000. 

The Allstate Insurance Companies continued to 
grow throughout 1954. The Company’s investment 
carried at $4,848,347 is conservatively valued at 
over $100,000,000, after taking into consideration 
the substantial equity in the liability termed Un¬ 
earned Premiums and the unrealized appreciation 
on bonds. These items are not reflected as part of 
stockholders’ equity in the balance sheet of the All¬ 
state Insurance Companies. The valuation quoted 
does not allow for taxes which would be payable 
upon realization of the equity in Unearned Premi¬ 
ums, nor for taxes on the Unrealized Gain on Securi¬ 
ties. Included in this report on pages 14 through 
24, is the detailed, illustrated story of the growth, 
accomplishments and activities of the Allstate In¬ 
surance Companies. The comparative Consolidated 
Balance Sheet, showing the financial position of the 
Allstate Insurance Companies and the report of the 
independent public accountants pertaining thereto, 
are shown on pages 12 and 13. 

In April 1951, the stockholders approved an Em¬ 
ployes Stock Plan granting privileges to employes 
of the Company to purchase 500,000 shares of cap¬ 
ital stock of the Company, prior to May 1, 1961. 
Late in 1952, option contracts were issued to 7,947 
employes and officers, for 398,395 shares at the op¬ 
tion price of $50.26 per share. The market price on 
the date these contracts were issued was $59,125 per 
share. During 1954, 68,251 shares were paid for and 
delivered, making a total of 132,192 shares which 
have been purchased at the option price of $50.26. 
Six hundred fifty-nine contracts covering 20,933 
shares were cancelled, leaving a balance of 245,270 
outstanding under option at this price. During 1954, 
under the April 1951 authorization, contracts were 
issued to 1,302 employes and officers for 49,505 
shares at an option price of $58.76 per share. The 
market price on the date these contracts were issued 
was $69,125 per share. Two thousand eight hundred 
nineteen shares were paid for and delivered under 
the options issued in 1954. Nineteen contracts cover¬ 
ing 510 shares were cancelled, leaving 46,176 shares 
outstanding at the option price of $58.76. The market 
price as of the date of option contract issuance ex¬ 
ceeded the option price by $3,854,034, for all stock 
issued or outstanding under option as of January 
31, 1955. 
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PROPERTIES 

Expenditures for properties, plants, fixtures and 
equipment amounted to $25,634,197 for all branches 
of the business in 1954. Of this amount, $21,308,787 
was expended for the retail system, and the balance 
for mail order and factory facilities. In addition, ap¬ 
proximately $24,280,000 provided by funds obtained 
from outside sources under lease arrangements, was 
expended for additional retail properties. 

There were 699 retail stores in operation in the 
United States and its territories at the end of the 
year, 5 more than last year. A total of 11 stores were 
opened in communities where the Company had no 
stores previously, and 6 small ones were closed. New 
“A” type department stores were opened in Miami. 
Florida (near Coral Gables), and in the southern 
section of San Antonio, Texas. In both cities, the 
Company has operated one “A” type store for many 
years. Also, there were 6 new “B-l” type department 
stores and 3 small specialty stores opened. “A” 
type stores in Denver, Colorado and Oklahoma City, 
Oklahoma were moved into new, enlarged quarters; 
also, 12 “B-l” type stores were relocated to new and 
larger buildings. The program of the Company to 
modernize and improve retail stores in present loca¬ 
tions continued, with 6 stores being enlarged and 
miscellaneous improvements being accomplished in 
several others. 

Now under construction and scheduled to open in 
1955, are 1 “A" store, 6 large “B-l” stores, and 5 
smaller ones. 

During the year, $14,343,072 was expended for 
repairs and maintenance of existing facilities to pre¬ 
serve their efficiency. 

FOREIGN 

The sales of foreign subsidiaries are not included in 
the Company’s sales. 

LATIN AMERICA: The 1954 sales volume was 
$65,952,659, or an increase of 7.8% compared with 
$61,160,259 in 1953. These sales were calculated at 
the currency exchange rates which prevailed at the 
close of each month during the respective years, and 
the totals quoted represent the sum of the monthly 
sales so calculated. 

Profitable store operations were experienced in 
Cuba. Venezuela and Brazil. The Colombian opera¬ 
tion had a net loss for the year as a result of absorb¬ 
ing new store pre-opening expense. The loss in Mex¬ 
ico was caused by the absorption of a loss incurred 


in honoring an exchange guarantee obligation as a 
result of the devaluation of the Mexican peso. The 
Company's equity in the net income of the Latin 
American subsidiaries, after converting the year-to- 
date income expressed in terms of foreign currency 
at exchange rates in effect on January 31, 1955, was 
$3,243,327. 

A new “A” type department store was opened in 
Bogota, Colombia in July 1954. A new “B” type 
store was opened in Ciudad Bolivar, Venezuela in 
December 1954. There were 26 stores and 5 sales of¬ 
fices in operation by our Latin American subsidiaries 
as of the close of the year. 

New “A” stores are under construction at Lima, 
Peru, Sao Paulo, Brazil and Mexico City, Mexico. 
The stores at Sao Paulo and Mexico City will be the 
second “A” stores to be opened in those cities. 

The Company’s investment in Latin American 
subsidiaries totalled $33,327,832 as of January 31, 
1955. This compares with an investment of 
$25,608,387 as of the close of last year, or an increase 
of $7,719,445; the major portion of the increase re¬ 
sulted from additional investments in connection 
with expansion in Colombia and Peru. The value of 
these investments on the subsidiaries’ books, was 
$41,539,480. The basis for this valuation was the 
rate of exchange prevailing on the date of acquisi¬ 
tion of fixed assets, and for the balance of net cur¬ 
rent assets, the exchange rates prevailing as of Jan¬ 
uary 31, 1955. 

These values were calculated only for the purpose 
of establishing a dollar value as of January 31, 1955. 
They reflect realizable values in the hypothetical 
event that it was necessary to convert the assets of 
the foreign subsidiaries to dollars, using as a basis, 
the foreign currency balance sheet values. 

Cash balances of the Latin American subsidiaries 
amounted to $5,159,378. 

CANADA: Sales volume of Simpsons-Sears Limited 
amounted to $118,069,409 (Canadian) compared 
with $111,717,026 (Canadian) last year. This com¬ 
pany, in addition to conducting a mail order busi¬ 
ness, by the end of the year, was also operating 11 
retail stores, 9 of which were opened in 1954. 

New “A” type department stores were opened in 
Hamilton, Ontario and in the Burnaby section of 
Vancouver. British Columbia. Also 7 “B” type stores 
were opened, 2 of the larger ones being located in 
Peterborough and Sarnia, Ontario. 
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New stores scheduled to open in 1955 are under 
construction at Ottawa and Port Arthur, Ontario 
and St. John, New Brunswick. 

As a result of unusual expenses incurred in con¬ 
nection with the retail expansion, Simpsons-Sears 
Limited incurred a loss for the fiscal year of 1954, 
of which the Company’s portion amounted to 
$264,017 (United States). 

Our investment of $20,376,550 had a value 
based on the books of Simpsons-Sears Limited of 
$21,006,320 as of the close of their fiscal year. Valu¬ 
ations are based on the Canadian currency exchange 
rates in effect on January 31,1955. 

DEPRECIATION 

The amount charged against income for deprecia¬ 
tion during 1954 was $23,646,918. In 1953, de¬ 
preciation charged against income amounted to 
$21,391,440. 

The Company continued its established policy 
based on experience of depreciating fixed asset costs 
over the practical and useful life of the asset. 

In previous years, we have repeatedly commented 
on the unrealistic treatment under existing tax laws 
which prevented deduction for tax purposes of de¬ 
preciation expense which we considered necessary 
for proper and practical reporting. The Company, 
in prior years, has built up a considerable amount of 
depreciation expense, which, to date, has not been 
allowed for tax purposes. The 1954 income tax law 
now recognizes the need for higher depreciation tax 
allowances during the earlier years of use of a fixed 
asset, by providing alternative methods of calculat¬ 
ing allowable depreciation. We have elected to use, 
for tax purposes, the so-called “sum of the years' 
digits” method, which brings about a closer rela¬ 
tionship between proper depreciation expense and 
that allowed for tax purposes. Since the current tax 
law is applicable only to assets acquired in the cur¬ 
rent year, the differences accumulated in previous 
years will become available as tax credits in future 
years. 

TAXES 

The 1954 Revenue Code, as originally enacted, in¬ 
cluded two permissive changes in tax accounting 
practices. One change permits a tax deduction for 
estimated expenses to be incurred after the close of 
the year, provided they relate to current income. The 


other permits a deferment of tax on certain prepaid 
income until it is actually earned. These changes 
were made by Congress to bring the computation 
of income for tax purposes into closer harmony with 
accepted accounting practices. 

Taxpayers could elect to adopt these two changes 
or continue their present tax accounting. Because of 
uncertainties which developed after the Code was 
passed as to whether or not these provisions would 
be repealed by Congress, it was decided to postpone 
action in respect to them for 1954. When the uncer¬ 
tainties have been resolved, appropriate action will 
be taken in the best interests of the Company. 

The tax provision of $149,459,000 is equal to 
51.39% of the Company’s income before Federal in¬ 
come taxes. This left $141,343,003 income, of which 
$72,734,571 was distributed in dividends to stock¬ 
holders as a return on their investment, and the bal¬ 
ance of $68,608,432 was retained in the Company 
to finance maintenance, improvements, additions to 
plant and equipment and operations. The following 
tabulation exhibits the amount and extent of Com¬ 
pany earnings which go to Federal, state and local 
governments: 

Income before taxes_ 

$328,082,468 or $13.51 per Share 
Federal, state and local taxes ... 

$186,739,465 or $7.69 per Share 
Income after taxes — 

$141,343,003 or $5.82 per Share 
Dividends paid ... 

$72,734,571 or $3.00 per Share 

COMMITTEE TO 
RECOMMEND AUDITORS 

The Board of Directors appointed a committee in 
March 1954, consisting of four directors who were 
not officers, to recommend to the Board the selec¬ 
tion of independent auditors. This committee se¬ 
lected, and the Board appointed Touche, Niven, 
Bailey & Smart to audit the Company’s records for 
the year. A similar committee will be appointed to 
recommend the selection of auditors for 1955. 

PROFIT SHARING AND 
RETIREMENT PROGRAM 

The contribution by the Company to The Savings 
and Profit Sharing Pension Fund of Sears, Roebuck 
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and Co. Employes was $33,683,480 for the year. 
The number of employes participating in the Fund 
on December 31, 1954, was 123,740. The Fund held 
6,331,814 shares of Company stock equaling 26.08% 
of the total stock outstanding, compared with an 
ownership ratio of 25.9% last year. These shares 
amounted to $489,132,632 at market price, which, 
added to the cash and other securities owned, made 
the total value of the Fund $635,037,365 at the 
close of the year. 

The contribution by the Company to The Sup¬ 
plemental Savings and Retirement Plan of Sears, 
Roebuck and Co. Employes was $1,500,000. One 
hundred ninety-six retired employes or their bene¬ 
ficiaries were receiving retirement income. 

OFFICERS AND DIRECTORS 

As announced in last year's annual report, General 
Robert E. Wood retired as Chairman of the Board 
of Directors at the annual stockholders' meeting held 
on April 26, 1954. General Wood continues to serve 
as a director of the Company and as Chairman of 
the Finance Committee, as well as Chairman of the 
Board of Trustees of The Savings and Profit Shar¬ 
ing Pension Fund of Sears, Roebuck and Co. Em¬ 
ployes. 

Mr. Theodore V. Houser was elected Chairman 
of the Board of Directors, having served as Vice 
Chairman of the Board of Directors since 1952. 

Mr. Crowdus Baker was elected Vice President and 


Comptroller. Mr. Baker was Treasurer of the Com¬ 
pany since 1951, and has been a director since 1952. 

Mr. Charles E. Humm retired from the office of 
Vice President and Comptroller, after having been 
Comptroller of the Company since 1940, and Vice 
President and Director since 1942. Mr. Humm con¬ 
tinues as a director of the Company and is a mem¬ 
ber of the Finance Committee, as well as a trustee 
of The Savings and Profit Sharing Pension Fund 
of Sears, Roebuck and Co. Employes. 

Mr. Donald Mac Arthur was elected Treasurer. 
Mr. Mac Arthur had been Vice President and TVeas- 
urer of the Allstate Insurance Companies, having 
held the office of Treasurer since 1947, and Vice Pres¬ 
ident and Treasurer since 1948. 

Mr. Homer J. Livingston, President of The First 
National Bank of Chicago, and Mr. Russell B. 
Stearns, Boston, Massachusetts, Chairman of the 
Board of Directors of Colonial Stores, Incorporated 
(food distributors), Atlanta, Georgia, were elected 
directors at the annual stockholders’ meeting of 
April 26, 1954. 

It is with deep regret that the death of H. Wen¬ 
dell Endicott is reported. As a director of the Com¬ 
pany from 1931 to 1954, he served the Company 
during its period of greatest growth. His keen at¬ 
tention to the complex problems of the Company 
and his readiness to participate in the solution of 
these problems, made him an invaluable member of 
the Board of Directors. 


The directors and officers appreciate and are pleased to acknowledge the coop¬ 
eration of our employes and suppliers, who met the challenge of decreasing 
business volume during the early part of the year, and through their splendid 
efforts and close teamwork, overcame this handicap to achieve another year 
of successful business operation. Our thanks and appreciation go also to our 
customers for their continued confidence in and good will toward the Company, 
and to our stockholders for their continued support. These loyalties have been 
and will be guarded by the continued efforts of management to merit them. 

Your inquiries or suggestions concerning the Company are always welcome. 



By order of the Board of Directors, 


-t i A 


CHAIRMAN 


PRESIDENT 


March 21, 1955 
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Sears, Roebuck and Co. and 


STATEMENT OF 

FINANCIAL POSITION 




January 31, 

January 31, 



1955 

1954 

Current Assets: 




Cash. 


.$218,088,385 

$320,140,235 

Marketable securities —market value $11,179,961 
Accounts and notes receivable: 


. 5,119,830 

9,288,659 

Customers installment accounts. 


. 790,716,521 

758,980,548 

Less accounts sold. 


. 281,923,291 

383,965,822 



508,793,230 

375,014,726 

Other customers accounts. 


. 23,236,672 

20,208,760 

Manufacturers and miscellaneous receivables . 


. 31,587,822 

17,163,611 



563,617,724 

412,387,097 

Less estimated collection expenses and losses 


. 79,899,054 

73,836,383 

Accounts and notes receivable — net .... 


. 483,718,670 

338,550,714 

Inventories — at lower of cost or market . . . . 


. 456,631,131 

418,982,744 

Prepaid advertising and other charges . . . . 


. 22,721,377 

22,688,439 



1,186,279,393 

1,109,650,791 

Current Liabilities: 




Notes and accounts payable. 


. 55,937,604 

54,012,733 

Due customers. 


. 21,633,892 

21,099,490 

Federal income taxes. 


. 163,700,000 

160,200,000 

Other accrued taxes. 


. 36.669,891 

35,333,308 

Other accruals. 


. 50,615,315 

48,636,798 



328,556,702 

319,282,329 

Working Capital. 


. 857,722,691 

790,368,462 

Investments and Advances —at cost: 




Unconsolidated subsidiaries: 




Allstate Insurance Companies (wholly owned) 


. 4,848,347 

4,848,347 

Foreign subsidiaries. 


. 33,327,832 

25,608,387 

Simpsons-Sears Limited (50% owned) .... 


. 20,376,550 

20,376,550 

Other investments and advances. 


. 13,151,783 

16,809,751 



71,704,512 

67,643,035 

Property, Plant and Equipment— at cost: 




Land. 


. 34,867,191 

33,330,757 

Buildings and improvements. 


. 226,707,077 

224,295,897 

Less accumulated depreciation. 


. 87,847,598 

82,389,360 



138,859,479 

141.906,537 

Furniture, fixtures and equipment. 


. 138,501,723 

128,305,789 

Less accumulated depreciation. 


. 100,293,057 

92,396,413 



38,208,666 ' 

35,909,376 



211,935,336 

211,146,670 

Assets Less Current Liabilities . . 


.$1,141,362,539 

$1,069,158,167 

Derived From : 




Notes payable to banks —due November 15, 1956 


.$200,000,000 

$200,000,000 

Stockholders’ Equity: January 31,1955 January 31,1954 


Capital stock no par value-S/iares authorized 

27,500,000 

27,500.000 


Shares issued 

24281,524 

24210.454 227,548,149 

223,952,209 

Accumulated income used in the business . . 


. 713,814,390 

645,205,958 



$1,141,362,539 

$1,069,158,167 
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Consolidated Subsidiaries 


STATEMENT OF INCOME 


Income 


Net Sales 


Other Income . 

Total Income. 

Deduct: 

Cost of sales, advertising, selling, administrative and general expenses . . 

Rents. 

Repairs and maintenance. 

Depreciation. 

Taxes — other than Federal income taxes . 

Contributions to: 

The Savings and Profit Sharing Pension Fund of Sears, Roebuck and Co. 
Employes. 

The Supplemental Savings and Retirement Plan of Sears, Roebuck and 
Co. Employes. 

Income Before Provision for Federal Income Taxes. 

Provision for Federal Income Taxes: 

Normal and surtax. 

Excess profits tax. 

Net Income for the Year. 


Dividends paid 


Year ended 
-January 31, 
1955 

Year ended 
January 31, 
1954 

$2,965,408,814 

$2,981,925,186 

18,618,093 

4,509,709 

2,984,026,907 

2,986,434,895 

2,549,982,709 

2,573,163,133 

32,788,260 

31,764,017 

14,343,072 

18,585,122 

23,646,918 

21,391,440 

37,280,465 

36,548,811 

33,683,480 

30,700,070 

1,500,000 

2,500,000 

2,693,224,904 

2,714,652,593 

290,802,003 

271,782,302 

149,459,000 

143,000,000 

— 

10,900,000 

149,459,000 

153,900,000 

$141,343,003 

$ 117,882,302 

less 


$645,205,958 

$ 593,850,251 

141,343,003 

117,882,302 

786,548,961 

711,732,553 

72,734,571 

66,526,595 

$713,814,390 

$ 645,205,958 


See accompanying note on following page with respect to long-term leases, and accompanying letter to stockholders for 
information with respect to employes' stock options and equities in net assets and income of unconsolidated subsidiaries. 


Crowdus Baker, Comptroller 
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LONG-TERM LEASES: 


The aggregate minimum rentals (exclusive of taxes, insurance, and other occupancy charges 
to be paid by the Company), under all long-term leases (over three years), in effect at Jan¬ 
uary 31, 1955, for each of the periods shown, are as follows: 


1955-60 .$ 87,775,000 1981-85 .$ 21,997,000 

1961-65 61,373,000 1986-90 7,775,000 

1966-70 53,119,000 1991-95 1,672,000 

1971-75 45,098,000 1996-2000 .... 271,000 

1976-80 33,921,000 After 2000 .... 1,016,000 


Total Minimum Rental Liability (including estimated liability with 

respect to leased properties in process of construction).$314,017,000 

The Company is currently leasing a number of store and warehouse properties from The Sup¬ 
plemental Savings and Retirement Plan of Sears, Roebuck and Co. Employes, as well as from 
various insurance, educational, and other institutions, which were originally purchased or 
constructed by the Company and subsequently sold to the lessors, or which were constructed 
with funds provided by the lessors. Most of these leases are for periods of from 30 to 45 years, 
with renewal options at reduced rentals for additional periods, and contain one or both of the 
following two types of options: 

1. The Company can, after a period of years (usually 30 to 45), purchase the property 
at the then fair value of the land alone. 

2. The Company can, on various specified dates (usually within the first 25 to 35 years), 
make a rejectable offer to purchase the property at specified prices and, in the event 
the lessor does not accept the offer, can either terminate or continue the lease. 




















TOUCHE. NIVEN. BAILEY & SMART 

CERTIFIED PUBLIC ACCOUNTANTS 


To the Stockholders and Board of Directors 
of Sears, Roebuck and Co.: 

We have examined the Statement of Financial Position of 
Sears, Roebuck and Co. and consolidated subsidiaries as of Janu¬ 
ary 31, 1955, and the related Statement of Income and Accumu¬ 
lated Income Used in the Business for the fiscal year then ended. 
Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests of the 
accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 

In our opinion, the accompanying Statement of Financial 
Position and Statement of Income and Accumulated Income Used 
in the Business present fairly the financial position of Sears, Roe¬ 
buck and Co. and consolidated subsidiaries at January 31, 1955, 
and the results of their operations for the fiscal year then ended, 
in conformity with generally accepted accounting principles ap¬ 
plied on a basis consistent with that of the preceding year. 

Touche, Niven, Bailey & Smart 
Certified Public Accountants 

Chicago, Illinois 
March 21, 1955 









Allstate Insurance Company 
and Subsidiary, Allstate Fire Insurance Company 
Consolidated Balance Sheet 


ASSETS 

December 31, 
1954 

December 31, 
1953 

Investments: 

United States Government Securities. 

State and Municipal Bonds. 

Other Bonds. 

Stocks . 

Real Estate. 

. $ 34,229,518 

. 129,802,447 

. 3,097,405 

. 46,512,847 

. 6,798,653 

$ 22,789,014 
99,383,309 
573,533 
29,240,425 
4,093,238 

Total Investments. 

. 220,440,870 

156,079,519 

Cash. 

Premium Installments Receivable. 

Accrued Interest. 

Other Assets. 

. 9,842,201 

. 35,296,119 

. 1,577,694 

. 221,894 

8,610,103 

28,645,973 

1,107,178 

112,818 

Total Assets. 

. $267,378,778 

$194,555,591 

LIABILITIES AND CAPITAL 



Liabilities: 

Reserve for Losses and Loss Expense. 

Unearned Premiums. 

Federal Income Taxes. 

Other Taxes. 

Other Liabilities. 

. $ 79,585,079 

. 106,864,664 

. 14,172,333 

. 4,348,790 

. 6,733,850 

$ 56,461,672 
88,148,237 
8,953,110 
3,495,311 
5,411,820 

Total Liabilities. 

. 211,704,716 

162,470,150 

Capital: 

Capital Stock, par value. 

Additional Capital Paid In. 

Unrealized Gain on Stocks. 

Accumulated Income Used in the Business. 

. 3,000,000 

. 1,600,245 

. 15,701,101 

. 35,372,716 

3,000,000 

1,600,245 

5,442,285 

22,042,911 

Total Capital. 

. 55,674,062 

32,085,441 

Total Liabilities and Capital. 

. $267,378,778 

$194,555,591 


Bonds shown in the above statement are carried at amortized value and stocks are carried 
at market values as prescribed by the National Association of Insurance Commissioners. 
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TOUCHE, NIVEN, BAILEY & SMART 

CERTIFIED PUBLIC ACCOUNTANTS 


To The Board of Directors of 
Allstate Insurance Company 

We have examined the consolidated balance sheet of Allstate 
Insurance Company and subsidiary, Allstate Fire Insurance Com¬ 
pany, as of December 31,1954, and the related statements for the 
year then ended of income, additional capital paid in, unrealized 
gain on stocks, and accumulated income used in the business. Our 
examination was made in accordance with generally accepted au¬ 
diting standards, and accordingly included such tests of the ac¬ 
counting records and such other auditing procedures as we 
considered necessary in the circumstances. 

In our opinion, the accompanying balance sheet presents 
fairly the consolidated financial position of Allstate Insurance 
Company and its subsidiary at December 31, 1954, in conformity 
with accounting principles and classifications prescribed by the 
Insurance Department of the State of Illinois and applied on a 
basis consistent with that of the preceding year. 

Touche, Niven, Bailey & Smart 
Certified Public Accountants 

Chicago, Illinois 
February 11,1955 
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YOU'RE IN GOOD HANDS WITH ALLSTATE 


Allstate Insurance 



Allstate began in the sixth-floor 
office shown at left, adjacent to 
Sears Administration Building 
on Chicago’s west side. The 
company’s home office is now 
located in Skokie, Illinois. 
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ompanies 


a story of progress 


The development of the wholly owned Allstate Insurance 
Companies since their founding in 1931 has been 
such a remarkably successful investment for 
Sears, Roebuck and Co. that it deserves special notice in 
this report. Briefly stated, an investment which is 
carried on our balance sheet at its original cost 
of $b,81f8,31f7 now has a value which, conservatively 
estimated, is over $100,000,000. Financial accomplishment 
such as this has been made possible by Allstate’s 
outstanding history of service to automobile owners. 

The fact that at the close of 195k, the Allstate Companies 
had become the largest miter of direct automobile 
insurance premiums, is evidence that the public has 
appreciated Allstate’s service. This is a record of 
which the stockholders of Sears, Roebuck and Co. may 
well be both proud and satisfied. 

I believe that the stockholders will be greatly 
interested in the information about the Allstate 
Companies which the officers of Allstate have 
prepared at my request and which follows this letter. 

T. V. Houser 

Chairman of the Board 
Sears, Roebuck and Co. 


Mr. T. V. HOUSER 
Chairman of the Board 
Sears, Roebuck and Co. 

Dear Mr. Houser: 

As requested by you, we have 
prepared a statement telling about the 
Allstate Insurance Companies. We 
are sure that the stockholders of 
Sears, Roebuck and Co. will be 
interested in this record of 
accomplishment by the largest and 
most profitable subsidiary of the 
parent company. 

Sincerely yours, 

J. M. Barker Calvin Fentress. Jr. 


Chairman of the Board President 
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A he idea of Sears, Roebuck and Co.’s entrance into the 
automobile insurance field was suggested to General R. E. Wood, then 
president of Sears, Roebuck and Co., during the depression years. The 
plan of applying the same basic business principles to automobile insur¬ 
ance that had made Sears successful in the mail order and retail mer¬ 
chandise business appealed to him as sound, and in the dark days of 
1931, a start in a small way was made toward selling automobile insurance 
by mail to Sears customers. 
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Early in Allstate’s experience, it became apparent that an even greater 
market for automobile insurance existed in the multitude of Sears retail 
store customers. Allstate’s sales effort ever since has been devoted to par¬ 
allel development of automobile insurance business in both its mail 
order and retail operations. The results speak for themselves. 

There are two Allstate companies, the Allstate Insurance Company, 
and the Allstate Fire Insurance Company. The reason for this is that un¬ 
der the laws of some states, fire and certain other kinds of insurance must 
be handled by an insurance company organized specifically to under¬ 
write such business. The Allstate Insurance Company is a wholly owned 
subsidiary of Sears, Roebuck and Co., and the Allstate Fire Insurance 
Company is a wholly owned subsidiary of the Allstate Insurance Com¬ 
pany. The consolidated balance sheet of the two companies is presented 
preceding the start of this special report. 


General Robert E. Wood, the founder 
of Allstate, is pictured with Mr. William 
A. Lehnertz, Aurora, Illinois, the com¬ 
pany's first policyholder. Mr. Lehnertz 
is still an Allstate policyholder after 24 
years with the company. 
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Allstate's office in the Sears retail 
store in Kansas City, Missouri, is a 
typical sales-service location. Sim¬ 
ilar offices are located in 426 
Sears retail stores throughout the 
U.S. Offices also are established 
in some of the retail stores of 
Simpsons-Sears Ltd. and Simpsons. 
Ltd. in Canada. Each office in the 
U.S. and Canada is staffed by a 
force of professionally-trained 
agents, who have been licensed 
by the state or province in which 
they operate. 



Allstate agents do not restrict their 
activities to the company's offices, 
but serve the customer wherever 
he may be—on the farm, in the 
home, or at his place of business. 



























The charters of the companies are broad, and permit expansion into in¬ 
surance lines other than automobile lines. While most of Allstate’s busi¬ 
ness has been written in automotive lines, in 1952 a beginning was made 
in the area of general liability insurance, and, in 1954, the companies 
entered the dwelling fire insurance field. The same sound principles 
of business which have made the Allstate Companies first in automo¬ 
bile insurance are equally applicable with corresponding prospective 
success in other areas of insurance. 

We expect to continue to merit our present high place in automobile 
insurance. Total motor vehicle registration is estimated at 81 million by 
1965 as compared with an estimated 58 million at the close of 1954. We 
are cultivating the automobile field intensively at the same time that 
we broaden the scope of our insurance activities. 



Allstate’s digest-size magazine, “Home & High¬ 
way” is distributed to its policyholders quar¬ 
terly. It provides articles and pictures related, 
as its name implies, to home life and to travel, 
but its basic emphasis is directed constantly to 
safe driving. We have had many compliments on 
its sustained high level of reader interest. 


Many of the nation's larger corpora¬ 
tions have insured their motor fleets 
with Allstate. Fleet accounts are sold and 
serviced through a department which 
specializes in the insurance needs of 
large corporations. 













The use of specially designed business 
machines increases the employe's 
efficiency. Shown in this photograph is 
the Allen machine, used in preparation 
of Allstate policies. 


Modern mechanical equip¬ 
ment improves employe 
productivity and saves on 
operating expenses. The 
ElectroData computer below, 
one of the first installed, can 
solve arithmetic problems at 
fantastic speeds. 


The size of Allstate is evident from its balance sheet figures, but some 
additional facts will give a general perspective of this most important 
subsidiary of Sears, Roebuck and Co. It has over 2,800,000 policies in 
force. More than nine thousand loyal and competent employes, in 865 
locations throughout the United States and Canada, devote themselves 
to the interests of these policyholders. 

These Allstate people share in the same outstanding types of benefits 
for which Sears, Roebuck and Co. has been known for so many years, such 
as the profit sharing plan, merchandise purchase discounts, paid vaca¬ 
tions, hospitalization, and illness benefits. The sound and rapid growth 
of Allstate has offered great incentives to its people through the opportu¬ 
nities for speedy advancement to larger responsibilities. 
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Allstate has been responsible for many original and important advances 
in its field of activity. It pioneered in working out a plan of rate classi¬ 
fication, under which a policyholder's premium was based on the type 
of risk which his particular conditions represented. It produced the “Il¬ 
lustrator” policy, in which the policyholder can get a quick idea of the 
nature of his insurance coverages from the illustrations which take the 
place of fine print. Allstate has made a reputation for itself by speed, effi¬ 
ciency, and justice in settling claims. It has recognized from the beginning 
that people buy insurance in order to have claims settled promptly and 
equitably, and has followed that principle as an ideal. 



THE STORY IN BRIEF 


The table below gives a summary of the highlights of the Allstate Companies 
operations for 1954- and 1953 

(For a complete balance sheet, see the presentation earlier in this report) 


Premiums Written. 

Income Before Federal Income Taxes . 

Net Income. 

Dividends to Stockholders. 

Total Assets. 

Investments. 

Number of Policies in Force .... 

Total Number of Employes. 

N umber of Agents .. 

Number of Branch Offices. 

Number of District Service Offices . . 

Total Number of Sales-Service Locations 


1954 

1953 

$209,228,000 

$173,613,000 

$ 27,679.000 

$ 13,752,000 

$ 15,814,000 

$ 6,430,000 

$ 3,000,000 

$ 1,500,000 

$267,379,000 

$194,556,000 

$220,441,000 

$156,080,000 

2,841,000 

2,249,000 

9,261 

7,726 

2,086 

1,751 

26 

23 

122 

106 

865 

748 




The holder of an Allstate policy 
recognizes a basic Sears prin¬ 
ciple in the way benefits are 
explained with pictures and 
easier-to-understand language. 
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Crowdus Baker 


Vic* Pr*iid*nt 
Comptroller ond Director 
Sean, Roebuck ond Co. 



Jame* M. Barker 

Cholrmon of the Board 
Allstate Insuronco Componlos ond 
Director. Soors, Roebuck ond Co. 



Jud»on B. Branch Austin T. Cushman 

Senior Vie* President Vice President ond Director 

Allstate Insuronce Companies Seors. Roebuck ond Co. 



Calvin Fentress, Jr. 

President 

Allstate Insuronce Companies ond 
Director, Seors, Roebuck ond Co. 



Theodore V. Houser 

Chairman of the Board 
Seors, Roebuck and Co. 


THE 

BOARD OF DIRECTORS 
OF THE 
ALLSTATE 

INSURANCE COMPANIES 

Charles E. Humm 

Member, Finance Committee 

ond Director 

Seors, Roebuck ond Co. 




Chares H. Kellstadt 

Vice President and Director 
Seors. Roebuck ond Co. 



Gordon B. Hattersley 

Vice President ond Director 
Seors, Roebuck ond Co. 



Clarence B. Kenney 

Senior Vice President 


Allsfole Insuronce Componl*' 




Donald Mae Arthur 

Treosurer 

Seors, Roebuck ond Co. 


Fowler B. McConnell 

President ond Director 
Seors. Roebuck ond Co. 


Henry S. Moser 

Vice President, Generol Counsel 
ond Secretory 

Allstate Insuronce Companies 


Herbert F. Murphy 

Vice President ond Director 
Seors, Roebuck ond Co. 



Hugo Sonnenschein 

Attorney 


Robert E. Wood 

Choirman, Finance Committer 
and Director 
Sears, Roebuck ond Co. 



As a stockholder of Sears, you have a financial interest in Allstate, a 
wholly owned company. It has already contributed substantially to the 
net worth of Sears, both by building up its own sound assets and through 
the substantial dividends which it pays to its owner. This record of fi¬ 
nancial accomplishment should continue in even larger measure in the 
future. 

Allstate’s reserves are invested in a variety of sound securities, always 
in accordance with the restrictions imposed by law. Our state and munici¬ 
pal bond holdings are widely distributed geographically. Our policyhold¬ 
ers live in all sections of the country, and so far as is practicable, we like to 
have their premium reserves invested in the securities of their own regions. 
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Geographical distribution 
of securities In which Allstate's 


reserves are Invested 
















Such securities represent many fields of public interest as sampled by 
the pictures above. The map shows how widespread these investments 
are. Eventually this broad program will encompass many other locali¬ 
ties. Thus Allstate follows another Sears precept in putting goodly por¬ 
tions of income back to work for communities from which it is derived. 

Allstate also invests in accident 
prevention. A high school class in 
driver education is shown here with 
an instructor who was trained in 
part through an Allstate Founda¬ 
tion scholarship. 
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Allstate insurance rates are generally lower than competition, and we 
believe that our service to customers is unequalled. The company 
writes automobile and general personal liability policies at very attrac¬ 
tive rates. Our fire insurance policies on houses and household goods 
are now being written in 27 states, also at attractive rates, and we ex¬ 
pect to write fire insurance countrywide at an early date. 

In terms of finances, agency force, service facilities and employe 
strength Allstate is at a new high point in its 24-year history. The map 
above shows the present distribution of Allstate’s service organization. 
The company looks forward to continued growth in the years ahead. 
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